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is not infringed in the sections attacked sufficiently to invali- 
date the entire statute. Its practical' operation, therefore, 
which in a revenue law more than in most laws depends 
upon the honesty and impartiality of the administrative 
officers charged with its enforcement, will be tested first dur- 
ing the coming year. 

Victor Rosewater. 
Omaha, Nebraska. 



CAR SERVICE REFORM IN THE UNITED STATES. 

The railroads of the United States have been experi- 
menting since July 1, 1902, with a reform in car service 
which is of interest to students of transportation problems. 
This is the first time that any general and thorough attempt 
has been made to depart from the system by which a com- 
pany whose cars are used by another, is compensated on 
the basis of mileage run. 

The mileage system, which has been in operation until 
recently, has been very generally regarded as the chief 
cause of the decline in the promptness and celerity of 
movement of freight cars. Whatever the causes may be, 
the fact seems beyond question. While it is probably not 
true, as is often stated, that ordinary freight cars moved, 
on the average, 90 miles a day in 1870, a careful estimate 
shows that 50 miles would be no over-statement. On the 
other hand, estimates of the average daily movement of 
railroad-owned freight cars in recent years vary from 19 
to 25 miles. At the same time there has been an increase 
in the proportion of empty to total mileage. 

It is clear that under the mileage system adequate com- 
pensation has not been secured by the lending roads. An 
average daily movement of 24 miles for each car, with a 
compensation of 6 mills per mile, would yield a rental of 
14.4 cents per day, or $52.56 per year. The annual cost 
for repairing a car has alone been estimated at between 
$40 and $50. If interest and depreciation were added, 
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the loss would be heavy. Of course, each railroad is a 
borrower as well as lender, so that, if its loans and borrow- 
ings are equal, its loss and gain in car account will balance. 
But the balance is apparent rather than real. In each 
particular case the borrowing road gains, under the inade- 
quate mileage payment, at the expense of the lender; and 
hence there is no incentive to prompt return. The result 
is that car movement is delayed, and in the long run both 
roads lose. 

Delays have the further inconvenience of unnecessarily 
increasing the rolling stock; and, conversely, the increase 
in rolling stock tends to impede the prompt movement of 
cars. Both the number and capacity of freight cars have 
been increasing too rapidly for the highest degree of efficiency. 
The growth of equipment has far outstripped the tonnage 
growth. Except in the rare instances in which traffic 
is equal in opposite directions, heavy train tonnage would 
be a doubtful economy if each company employed only its 
own cars. But, with borrowed cars, upon a mileage sys- 
tem of compensation there is a temptation to increase the 
train tonnage at the expense of the lending roads, — a policy 
which a system of time-payment ought to be able to check. 

The mileage system has facilitated other practices which 
have had no less influence in retarding car movement. 
Railroads having seaport terminals, and not having ade- 
quate warehouse and elevator facilities, were encouraged, by 
the fact that no rental had to be paid on cars lying idle, 
to use the cars of other roads as warehouses, while their 
contents were waiting to be transferred to vessels. But 
the greatest single factor in the detention of cars was the 
competition between the traffic departments of rival roads. 
Shipments "to order" and reconsignments in transit, and, 
worst of all, the practice of permitting cars to lie idle on 
sidings, waiting for competitive freight, were encouraged 
by the mileage charge for cars. 

Instead of adopting a per diem system, however, the 
railroads attempted to secure the needed reform through 
various half-way measures. The demurrage system was 
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frequently resorted to, but was inadequate because it 
imposed penalties upon the shippers rather than upon the 
borrowing road. Car service associations, formed to take 
over the supervision of borrowed cars, have accomplished 
much. But the scope of their activity was limited; and 
here, again, much that they might have effected was neu- 
tralized by the action of the railroads themselves. Other 
more or less complicated plans have been tried with vary- 
ing degrees of success. 

The straight per diem rental has hitherto been fairly 
tried but once (in 1876-78), and then only between two 
roads. The arrangement worked well, but was dropped 
through failure to enlist the interest of other roads. The 
question of per diem payments has come up from time to 
time since then, but the only effect of discussion has been 
to make railroad conventions weary of the whole problem. 

Early in 1901 Mr. J. W. Midgley (former chairman of 
the Western Freight Association and member of the Joint 
Rate Committee) undertook the task of interesting the 
prominent railroads in the plan. He was so successful 
that a Bureau of Car Performances and Statistics was soon 
established at Chicago, organized and supported by twenty- 
eight railroad companies. The Bureau in June, 1901, 
began to send out circular letters to members, giving re- 
sults of an investigation as to car mileage. 1 These letters 
not only created a wide interest, but rapidly won the assent 
of numerous roads to a trial of the scheme. Finally, the 
American Railway Association took it up, and it then became 
certain that a thorough trial would be given. 

The per diem method went into operation on the princi- 
pal roads on July 1, 1902, with the prospect that practically 
all the railroads of the country would soon come into the 
agreement. It was promised that the adoption of this 
system would eliminate the worst forms of competition 
between the traffic departments of railways, and that it 
would not be burdensome except to those roads which 
depended for their cars largely upon borrowing. The fear 
1 It is from these letters that the above facts are derived. 
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was expressed that this system would tend to increase 
empty car mileage through the anxiety of roads to return 
borrowed cars promptly, and thus avoid the daily charge. 
But the advocates of the plan insisted that the effect would 
be to increase empty car mileage only where traffic is light, 
and that this would really be an advantage. 

In short, the logic of the whole contention for per diem 
was well summed up in two sentences which occur in the 
eleventh of Mr. Midgley's circular letters: "Cars are not 
built with the view of turning them into storehouses. They 
are placed upon wheels so that they may run, and are pri- 
marily intended to carry goods from one point to another 
as expeditiously as possible." 

In July, 1903, at the end of the first year's trial, the per 
diem principle seemed to meet with universal approval. 
The controversy, then and since, has turned upon details. 
Naturally, the most important as well as the most difficult 
question under discussion has been, What should be the 
amount of the per diem payment? The 20 cent rate, 
which was originally adopted, remains unchanged, not- 
withstanding the fact that its inadequacy in many cases 
is admitted. But a low rate is necessary in order to retain 
the adherence of important roads (such as those of New 
England), whose average haul is comparatively short. 
The rate must also be low enough to be applicable to all 
sorts of cars, as a classification of cars with corresponding 
rentals would not be practicable. One or two features 
of the new rules have operated in an unexpected way, but 
it is thought that these difficulties can be obviated without 
much difficulty. 

The object of the reform has been completely attained. 
There has been a considerable increase in the celerity of 
car movement without increasing empty car mileage; and, 
now that the new system is passing out of the experimental 
stage, its advantages will probably become increasingly 

apparent. 

W. H. Price. 
Harvard University. 



